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REPORT TO THE SHAREHOLDERS 


In July 1972, the Company pur- 
chased Mia Chemical Limited for a 
consideration of 100,847 Common 
Shares. After giving effect to this 
acquisition, the net profit for the year 
ending July 31, 1972 was $407,139 
compared to a restated loss of $108, 
775 for the previous year. Based on 
the 307,832 shares outstanding, 
earnings were $1.16 per share after 
preferred dividends compared to a 
loss of $0.47 for the preceding year. 
On a fully diluted basis of 390,832 
shares earnings were $0.91 per share 
compared to a loss of $0.37 per share 
in the preceding year. 


Working capital at July 31st was 
$1,057,827 compared with $681,578 
on the same date a year ago. 


Your Board of Directors has de- 
cided that the previously followed 
policy of not disclosing sales revenue 
is no longer valid. Accordingly 
sales figures are being provided in 
this report for the first time. 


In January, our subsidiary Filterfab 
Limited was sold to another com- 
pany at book value plus a payment 
for goodwill. 


Your Company now has three op- 
erating units as follows:— 


Midland Division — Produces 


Midland, Ontario 
October 17, 1972 


woven industrial fabrics and Fiber 
Glass drapery and curtain fabrics. 


Crenette Division — Produces non- 
woven industrial fabrics using an ex- 
clusive patented process. 


Mia Chemical Limited — _ Distrib- 
utes raw materials to the Reinforced 
Plastics Industry through branches in 
Quebec, Ontario and the Prairie Pro- 
vinces. 


The Midland Plant is not now con- 
tributing to earnings. This is caused 
by a number of factors. Canada’s 
anti-dumping legislation continues to 
be ineffective. Although the Depart- 
ment of National Revenue found that 
a complaint made over a year ago 
was justified, and although the 
Anti-Dumping Tribunal found that 
we were injured, screening is. still 
entering Canada at prices well below 
fair market in the U.S.A. The strong 
Canadian dollar further reduces prices 
paid for imports. A labour shortage, 
partly caused by Unemployment In- 
surance benefits paid to those unwill- 
ing to accept available work, has re- 
sulted in serious local wage inflation 
and larger than normal labour turn- 
over. Added training and lower effici- 
encies have tended to raise costs. Steps 
are being taken to rationalize the pro- 
duct line at Midland so that these ex- 
ternal effects are minimized. 


The cumulative Preferred Share 
dividend was last paid on September 
15, 1970, and is now $1.20 in arrears. 
A participating dividend of 26c per 
Preferred Share is payable on Decem- 
ber 15, 1972. Under a Trust Deed, 
preferred dividends can only be paid 
if net current assets and earnings tests 
are met. These tests have now been 
met. Accordingly your Board will 
shortly give consideration as to when 
dividends will be resumed. 


Mr. E. H. Cerny and Mr. G. W. 
Fewks, the founders of your Com- 
pany, are retiring, and are not stand- 
ing for re-election to the Board. 
Their foresight and vision helped 
build this business from very small 
beginnings. Their experienced advice 
at Board meetings will be missed. 
However their counsel will hopefully 
still be available for many years on an 
informal basis. 


Given a reasonably good general 
economy, the outlook for the coming 
year is promising. The non-woven 
division is growing quickly and _in- 
vestment is being directed to its ex- 
pansion. Mia Chemical Limited is 
operating at a higher level than a year 
ago. Management is concentrating 
its effort on Midland, and working on 
streamlining the output to reduce 
labour requirements. 


Respectfully submitted 
on behalf of the Board 


S. F. Cerny 
President 


BAY MILLS LIMITED 


and wholly owned subsidiaries 


Statement of Earnings 


Year Ended July 31, 1972 GaNiecee 
1971 

eS ei he OSE ea er $8,755,005 

EARNINGS (before undernoted items) 176,056 

Bee CIATION ANG OINOMIZATION | gcc rece veccccc cscs cneecee sce sevnsseneeneesees seve 330,258 

STS Utetay iUDNe lve: te fcleye |) |) i rT 103,872 

HAXESHOM. INCOME (FECOVEFADIC) ooo. uce cic seeetvedencsevectersuveevevecnecrons (149,299) 
Non-recurring income, net of Tax (note 8) 0000.0... cece — 

Net earnings (loss) cette (108,775) 

Earnings (loss) per common share (307,832 shares) ........000.00000000000.... (0.47) 


Earnings (loss) per common share on a fully 
RMPIGC OASIS (GIOOS 2 SHALES) csi cog in cess seenev age Shi csales vert svenmnstercesee (0.37) 


Statement of Source and Application of Funds 
Year Ended July 31, 1972 


SOURCE OF FUNDS 


ISTO AUIOICSE GSS aM No, He cas caster espe wes Rasen 2 $ (108,775) 
Provision for depreciation and amortization ......0000000000000 330,258 
Increase (decrease) in deferred tax credit 0000 (141,000) 
Total from operations .................. Raw here de a7! 80,483 
Government grant received (adjusted) 0000. ( 3,490) 
Decrease (increase) in other assets 00000000... ( 183) 
76,810 
APPLICATION OF FUNDS 

Netradditions to mixecsossets) nce et ar end ivesal seen 59,106 
Decrease first MOMOAGe MOONS) fin t2. Gs. cen ketenes ctr Oech cnhaotes | 55,000 
DECheSSemmOle ay a Die ree ccs cai ct M co sshe py ancenj bs snieonnlinondbaaets's : ST7l55 

Increase note ‘receivable, non-current © .........c....eccsede cece ecctceeee ewes = 

DECrEaSE UI MINOLTA INICLOSE te. 5, ie. «a aies tonite oe aa Seabees = 
Dividendston*preterrectsharese: 4. fi.0.cc ese) he nd gndac ie ne dee 8,850 


154,111 


NET CURRENT ASSETS 


Net increase (decrease) for year ......... (e/7, 301) 
BeGinGinG.<Ons Vos tmmmmeneren ERR tn Shrine si iscy ee ee ee 758,879 


Brdlmoteyecie 2 eee rene cc tates penn vine necetacianibe habia oo 681,578 


ASSETS 


CURRENT ASSETS 


Casheon hand- andtonzdeposits state ee 
Accounts receivable, trade, less allowance for doubtful accounts 
Inventories, at the lower of cost and replacement value 
Government grant receivable 
Prepaid: expenses” 2205) up ea ee ee ee ce eee 
Note receivable, current portion 


Total current assets .2.00cccccccccc voce cccccce bebe ec ee ecb cece. 


FIXED ASSETS (at cost) 


Buildings: he scccrettee i asa awe ofa ee tee 1, ee 
Machinery and equipment 
Furniture and fixtures 


OTHER ASSETS 


Note receivable}less, current portion: 2.2. ne. ae ee 
De Posts. 52705... ay Dea eesti on tee Ae nea cols ne ee eee 
Cash surrender value otmlife insurance 2.0... ae 


Total ‘Other assets. - cies wed Ace ee ee eee 


APPROVED ON BEHALF OF THE BOARD 


ne Cm 


(\ f DEREK H. MATHER, Director 
ined AV. bn: 


The accompanying notes form an integral part of the financial statements 


S. F. CERNY, Director 


BAY MILLS LIMITED 


and wholly owned subsidiaries 


1972 


$ 825 
2,423,088 
1,972,205 

33,940 
27,799 
24,500 


4,484,513 


1,517,185 
2,870,767 
108,350 
38,087 


4,534,389 
2,309,919 


2,226,9/0 
31,960 


2,260,830 


35,000 
13,681 
6,186 


54,867 


6,800,210 


(RESTATED) 
( Note 2 ) 


1971 


$ 21,938 
1,712,382 
1,420,586 


27,088 


3,181,994 


1,517,185 
2,664,078 
104,035 
18,777 


4,304,075 
2,022,371 


2,281,704 
31,960 


2,313,664 


18,910 
4,440 


23,350 


5,519,008 


CONSOLIDATED BALANCE SHEET, JULY 31, 1972 


LIABILITIES 


CURRENT LIABILITIES 


Due to bank, secured ................... Bape bp Ao ee a 
Accounts payable, outstanding cheques and accrued liabilities 
Current portion of funded indebtedness ..00000......0 0c, 
WaxXGgmOn INCOME estimated ee. eos ccetes occ ke eccecbosceccccn,. 


Total current liabilities ©... 0........oooooooooooooooeccceceeee. 


FUNDED INDEBTEDNESS (note 6) 
DEFERRED TAX CREDIT (note 7) 
MINORITY INTEREST (note 5) 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK (note 3) 


Authorized: 
149,000 preferred shares, par value $10 each 
500,000 common shares, no par value 

Issued: 
Preferred — 59,000 6% cumulative, redeemable, 


participating first preferred shares Series A (note 4) ........ 
Common;-—— 307,832 ¢smares: (not@iml aso Peden thous 


SURPLUS 


MSc LE SULTS Sate steer temacmaeanah aa Oo ne 
Reserve for redemption of preferred shares 00... 
CapitaleSUI DO CS arm temee tah a cy tee fee ey rte, eres Re aa eis ie 
Contributed surplus .......... ee  L ) | ars 


Shareholder’s equity .................... ee en Ae 


995,000 
2,178,974 
78,358 
174,354 


3,426,686 


1,225,000 
208,000 
35,000 


590,000 
346,754 


936,754 


660,782 
1,431 
10,000 
290, 507 


968,770 
1,905,524 


6,800,210 


(RESTATED) 
( Note 2 ) 


1971 
$ 675,000 


1,739,264 
86,152 


2,500,416 
1,303,361 
168,000 
50,000 


590,000 
346,754 


936,754 


253,643 
1,431 
10,000 
295,403 
560,477 
1,497,231 


5,519,008 


NOTES TO FINANCIAL STATEMENTS 


NOTE 1: 


Acquisition — Mia Chemical Limited and its wholly owned sub- 
sidiary Park-Hannesson Ltd. 


In July, 1972 the Company acquired all of the outstanding 
common shares and the balance of the preferred shares, other than 
a minority interest of 3,500 shares at $10 each, in exchange for 
100,847 common shares of the Company and $8.65 to settle 
fractional shares. 


On the advice of counsel and auditors this acquisition has 
been accounted for under the pooling of interest method. The 
carrying values of the assets, liabilities and shareholders’ equity 
of the acquired companies are brought into the consolidated 
financial statements unchanged. No attempt is made to place a 
valuation on the shares issued and therefore no goodwill is re- 


corded. 
Change in outstanding common shares is summarized as 


follows: 
(RESTATED) 
7/31/71 


307,832 


7/31/71 
206,985 


7/31/72 
307,832 


Number shares outstanding 


Capital stock — common $229,900 $346,754 $ 346,754 
Surplus 2.210 eee eee 615,178 560,477 968,770 


$845,078 $907,231 $1,315,524 


Under the acquisition agreement two accounts receivable 
of the acquired companies are to be revalued when finally settled, 
or not later than July 31, 1976. The maximum number of addi- 
tional shares which might be required is 24,387. In the opinion 
of the directors any further issue would be nominal. 


NOTE 2: 


Amounts in the restated accounts as at July 31, 1971 relating 
to Mia Chemical Limited and Park-Hannesson Ltd. are as shown in 
the interim accounts of these companies adjusted for all known 
applicable year-end adjustments and have been reviewed by the 
auditors of the company who were the auditors of the acquired 
companies at all relevant periods. 


NOTE 3: 
Outstanding common share warrants and options 

Warrants with ‘Series A’ Bonds pice 

$7.00 per share to September 1, 1974 .0...000000000... 21,000 
Warrants with ‘Series B’ Bonds 

$5.00 per share to September 1, 1974 

$6.00iper: share: 10, 197Oileres ei he he. os. ack 12,000 
Warrants with 7% note due July 31, 1978 

$4.50 per share to 1973 

$5250 per share to 197 Sanne. ce 50,000 

83,000 


NOTE 4: 


Based on 59,000 preferred shares outstanding at July 31, 
1972, a participating preferred dividend in the amount of $15,340 
is payable on or before December 14, 1972. 


NOTE 5: 


Under an agreement with the minority preferred share- 
holder, the subsidiary is required to redeem the 3500 shares in 
the 1973 fiscal year. 


NOTE 6: FUNDED INDEBTEDNESS 


CURRENT 


PORTION 7/31/72 7/31/71 


First mortgage bonds ‘Series A’ 
Sept. 1, 1984, 642% .... $35,000 


First Mortage bonds ‘Series B’ 


$ 490,000 $ 525,000 


Sept: 1, 19887;8%! se 20,000 360,000 380,000 
Note payable July 31, 1978, 7% 250,000 250,000 
Note payable, under certain 

conditions, 67% variable, 

due August 31, 1973 .... 150,000 150,000 
Note payable due quarterly, 

OV 290 Meche een ae 237,300 23,358 54,513 
Mortgage payable, 12% 30,000 30,000 

1,303,358 1,389,503 

Less current portion .... 78,358 86,152 

78,358 1,225,000 ~ 1,303-361 


Covenants for the Series B Bonds restrict the payment of 
cash dividends in certain circumstances. At July 31, 1972 pre- 
ferred dividends were in arrears in the amount of $61,950. 


NOTE 7: 


The deferred tax credit represents estimated tax deferred 
by claiming approximately $416,000 of capital cost allowance 
in excess of that recorded in the accounts. 


NOTE 8: 


During the year Filterfab Limited, a wholly owned sub- 
sidiary, sold its assets and goodwill and discontinued business. 
The gain on this sale amounting to $60,000, after provision for 
taxes, has been included in non-recurring income. 


NOTE 9: 


Fees paid to three directors amounted to $1,450 (1971- 
$750) and remuneration paid to five officers, including remaining 
four directors amounted to $121,322 (1971 - $122,207), in- 
clusive of nominal amounts paid by subsidiaries. 


BAY MILLS LIMITED 


and wholly owned subsidiaries 


Statement of Surplus Accounts 


Year Ended July 31, 1972 LeeA cE 
(ENote 22) 
EARNED SURPLUS 1971 
Dae BCoeANUGUStenhiied «tee tat .8 Wt. As 5 i ae nL ee % 253,645 S A62617 
Deduct : 
Deficit of pooled subsidiaries at beginning of year — 75,349 
Unrealized inter-company profit in inventories — 16,000 
253,643 371,268 
Add: 
Consolidated net profit (loss) for the year 0... 407,139 (108,775) 
Dividends paid on preferred shares ae 8,850) 


Balances Ul Varo meewer ae... Mee sete tae Oct 660,782 253,643 


RESERVE FOR REDEMPTION OF PREFERRED SHARES 
2D GAUSS INR vas) IGG, a, ee 


CAPITAL SURPLUS 
GIO NUGUS TAMPONS) ONG HEIR gc ane c. etal segs anee-h oe sseti tions 


CONTRIBUTED SURPLUS 
Balance AU GUS! |Meen ee CMe: 204 ce urcurndass diermutanuudoomveevias 295,403 298,893 


Government grant received (adjusted) 200... ceeee cece eee. 1,154 ( 3,490) 


Balanicemioly polemic 296,557 295,403 


AUDITORS’ REPORT 


To the Shareholders of 
Bay Mills Limited: 


We have examined the consolidated balance sheet of BAY MILLS LIMITED AND WHOLLY OWNED 
SUBSIDIARIES as at July 31, 1972 and the consolidated statements of earnings, surplus and source and 
application of funds for the year then ended. Our examination included a general review of the account- 
ing procedures and such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. 


In our opinion the aforementioned financial statements present fairly the consolidated financial 
position of the companies as at July 31, 1972 and the results of their operations and the source and applica- 
tion of their funds for the year then ended, in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


HUTCHINS, MULLIN & BLAIR 
October 19, 1972 Chartered Accountants 


BAY MILLS LIMITED 


OPERATING RESULTS 


Earnings $ 176,056 | $ 246,268 
Provision for Depreciation and Amortization 296,677 330,258 316,161 
Interest 96,376 1037872 107,233 
Provision for Taxes on Income 221,988 (149,299) (111,761) 
Non recurring Items ( 92,786) i ee 
Net Earnings (Loss) 407,139 (108,775) (65,365) 
% of Shareholders’ Equity at Beginning of Year 27.2% (6.7%) (3.9%) 
Per Common Share $1.16 (46.8c) (49.8c.) 


BALANCE SHEET DATA 


Net Current Assets $1,057,827 $ 681,578 | $ 806,792 

Fixed Assets less Depreciation 2,260,830 2,313,664 2,440,304 
Other Assets 54,867 23,350 14,261 

Net Tangible Assets 3,373,024 3,018,592 | 3,261,357 

Funded Debt 795,000 850,000 905,000 

Other Deferred Financing 673,000+ 671,361t 763,516T 


Shareholders’ Equity 1,905,524 14977231 1,592,841 


FINANCIAL RATIOS 


Current Assets to Current Liabilities 
Net Tangible Assets to Funded Indebtedness 
Shareholders’ Equity to Funded Indebtedness 


* Includes deferred tax credit and minority interest in 1972 and 1971. 


* 1970 and prior years not adjusted for pooling of interest. 


COMPARATIVE TEN YEAR RECORD 


1969 


$ 635,406 
235,471 
92,142 
154,816 
5,865 
147,112 
10.6% 
52.5c. 


1,062,313 
2,343,598 

65,416 
3,471,327 


960,000 
830,000 t 


1,681,327 


1.82 
3.62 
1.75 


$ 578,435 $ 422,940 $ 243,744 4,042 $ 258,745 280,080 
165,171 171,208 170,560 132,967 75,248 57,166 
41,140 43,415 45,317 31,266 6,374 16,790 
196,000 105,000 _ (69,107) 60,308 82,000 


176,124 103,317 27,867 (91,084) 116,815 124,124 
14.2% 9.1% 2.5% (7.3%) 22.2% 30.0% 
66.3c. 32.4c. (3.9c.) (61.7c.) 39.2c. = 


$ 828,036 620,004 $ 419,579 $ 370,598 $ 601,685 406,244 
1,485,902 1,352,946 1,382,343 1,427,739 803,392 313,812 
73,373 6,044 3,755 14,473 11,425 15,882 
2,387,311 1,978,994 1,805,677 1,812,810 | 1,416,502 735,938 


595,000 630,000 665,000 700,000 170,000 210,410 
408,000 t 105,000 t — — = = 


1,384,311 1,243,994 1,140,677 1,112,810 1,246,502 525,528 


1.84 1.60 1.35 1.32 2.25 2.04 
4.01 3.14 2.71 2.59 8.33 3.49 
2.33 1.97 Tez 2 1.59 7.33 2.50 
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INTERIM REPORT BAY MILLS LIMITED 


TO SHAREHOLDERS 


and wholly owned subsidiary 


Nine Months Ended 
April 30, 1972 April 30, 1971 


STATEMENT OF EARNINGS ($000) ($000) 
EARNINGS (before under-noted items) occccccccssssussnmnsnmemesisensusn $271 $ 28 
DEPTeCIALlO NN, wot ome hie Re ea eC ee ee 198 230 
interest: on funded debts 78...0) eee ee ee 69 2G 
TAXGS pO, “AICONIC. yet het crc, cee eye ek Res ey | (140) 
a ean comme a eH Ae ade’ oF NET. EARNINGS (L088) oooccscenstusnerorenosatoninmnaceumuivasssasesuene oad $(138) 
Friday, June 16th, 1972:— 
Ba# Mills Limited announces that it is con- : 
cluding arrangements for the acquisition of Mia 
Chemical Limited as a wholly owned subsidiary. SENT OS coun’ ee EEC SON COE EUND® 
SOURCE OF FUNDS 
The payment of the purchase price will basic- Net eaenes (loss) Uaadennnnehne dr Es ged EKo aa dahieses cues see uestpnsdssuedslesisessfen ter enaventirseiracnareteatvererecesteerteeteetee $ 4 $(138) 
Peale themolloinest of Bay. Mills common ee ee ee ee = SS ernie coves nner 198 230 
_ shares at ireieapeolrcaine ractdeteumined hy audit, nerease (decrease) in deferred tax credit 2... ce (140) 
at July 31st, 1972, Bay Mills’ fiscal year end. It is Total from operations cco 202 (48) 
presently estimated that the transaction will involve Decrease dnerease), in other assets... ee (3) 2, 
the issuance of approximately 100,000 common Contributed surplus — Area development grant ... (4) 
shares of Bay Mills. es a 
$199 $ (50) 
The acquisition of Mia is expected to con- 
tribute substantially to the consolidated earnings of 
Bay Mills. APPLICATION OF FUNDS 
Net additions to fixed> assets .....0..9 oe ee eee $ 76 Coal 
Decrease in first mortgage bonds . 55 55 
Decrease in notes payable o.oo a 23 23 
STEVEN F. CERNY, Dividends on preferred shares 9 
President —_— 
$154 $138 
NET CURRENT ASSETS 
Net increases (decrease). 7. eee eee ee eee a en ee $ 45 $(188) 
BW Spor USS ted Bee ere en orl a ain tare ate varie ri Meh ha wR hee uh aa i 675 807 
= Poa ae Ontarie AP TPO SOUS eee ot rta eis Cee ae ne eee eee ee eer eth eee ee $720 $ 619 


~~ June 19th, 1972 
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Six Mon 


TO SHAREHOLDERS 


INTERIM REPORT 


{ 


hn 


Unaudited results for the first six months 


of the current fiscal year to January 31st, 1972, 


are as follows: ——— eae 
Sales are 37% compared to otahiotiod 
last year. = : 


Loss is $9,000 compared to a loss of $108,000 


last year. 


Working capital is $690,000 compared to. 


$625,000 at the same time last year. 


Some of the highlights of the fiseal year to 


date are: 


ie 


second half. 


Commerical development of our LITHODYE 
process on glass drapery fabrics. It is gaining 


trade acceptance quickly. 


ee eee 
Our non-woven division has become an approved 
source, and received erders from the automobi 


industry for the 1973 model year. 


Sale of our subsidiary Filterfab Limited to one 
of its suppliers. ars 


We signed a new one year agreement with our 
employees‘ Union. 


We complained about the dumping of fibreglass 
window screening by an American owned im- 
porter. It is likely the Anti-Dumping Tribunal 
will hear our complaint and stop this unfair 
competition. 


We expect somewhat better, results in the 


Midland, Ontario 


— 
<=] 
aa March 27, 1972 
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PAY UM TEES LIMITED 


and wholly owned subsidiary 


(UNAUDITED) Six Months Ended 
Jan. 31, 1972 Jan. 31, 1971 
STATEMENT OF EARNINGS ($000) ($000) 
EARNINGS (before under-noted items) .............. Meat near ee » $158 $2 (116) Fs 
DOpTelatiOn ii sscoescccccccectatiecnsmaenncn FS aR RE SO EEE 130 152 
Interest on funded debt uu. eres vite: fy nn nT ee Oe vo heea 46 52 
MA KISS? ON: rATCONIE cece aoa TN eee ae ee (9) (112) 
NET EARNINGS “(Loas) coma eee ee eee (9) 1 
STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
SOURCE OF FUNDS 
INGt Carnes 7 (LOSS) 5.8 Va aiken eset ete teeter ec en eee eae nre hene $ (9) $ (108) 
Provision: for “depreciation: c.cincos vaccum wane omensant coe eemn es 130 152 
Increase (decrease) in deferred tax credit eee (112) 
POtalL PEON OPECLAaAtONS rcs cnnccsact vn ayenciee tice rere tone eee EIT 121 (68) 
Decrease (Increase) im Other ASSets iccccccccccccsssssssssssssvsssssvesesesssesssessansen 3 (4) 
% $124 $ (72) 
APPLICATION OF FUNDS 
Net additions: to! fixed assets...) ccna prantiine ecaueovareastesiasie $ 38 $ 30 
Decrease in first mortgage bonds .| 55 55 
Decrease am MOteS. PaAVADIE 2 .ocecc.ccccsccnassasaceis faaenccame none Mooabinanneeroarn 16 16 
Dividends On preferred Shares oisc.ecccccccccssssscecsssssessssssunsssssssesssnsesssenuansscesiune —- g 
$109 $110 
NET CURRENT ASSETS 
Net Ge@Cre asec sik or. cae Sa ciracuas oan iat ee ROT Ee nee SoS $(182) 
Pir rks 1 | aoe OS en Rr RU enclose WE Nea ier ARS ur ree 675 807 
PIPES ONE: 0 cider W US} tama parnenet ce Ween verter Reet re venir yeaa ge nine oan uns AR Aca eso terete $690 $ 625 


